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Rural Labor Markets in an Era of
Welfare Reform
Robert M. Gibbs
Economic Research Service, U.S. Department of Agriculture
The 1996 welfare reform act placed employment in the formal
workforce at the center of the nation’s official response to poverty
among families with working-age adults.  In doing so, current welfare
reform efforts necessarily emphasize the role of local labor markets as
the means to escape poverty rather than as a prime contributor to its
persistence.  For many, the difference is not merely a semantic one, as
increased willingness in some states to spend public funds on work
supports for low-income welfare recipients attests (Long et al. 1998;
National Rural Development Partnership 1998).  Welfare reform has
led to increased recognition that the ability to move people out of
poverty relies largely on the ability of labor markets to generate a
sufficient number of good jobs (Pavetti and Acs 1997; Gottschalk
2000).
Thus, reform has also re-energized attempts to understand the char-
acteristics and processes that create and sustain low-wage, low-skill la-
bor markets (Kaye and Nightingale 2000).  The implications of this sea
change are particularly important in rural America, where the share of
workers in the low-wage, low-skill labor market is well above the na-
tion’s, and where past efforts to reduce poverty often confronted deep-
rooted social and economic resistance (Gibbs and Parker 2000).1 Re-
cent rural economic trends suggest that solutions will not be easy.
Despite a decade of steady economic expansion, rural labor market out-
comes—job growth, unemployment rates, earnings, and wage progres-
sion among them—typically fall below the national average, and most
show no signs of convergence.  On average, it remains slightly harder
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to get a job, and much harder to get a good-paying job, in a rural com-
munity. 
This chapter describes the distinctive characteristics that constrain
job availability and earnings in many rural labor markets and, in turn,
affect the prospects for the economic success of welfare recipients.
Crucial differences in rural and urban labor markets exist, particularly
the limitations that low levels of formal education and rural job struc-
tures place on workers’ upward occupational and wage mobility.  Low
pay and limited career ladders are endemic among rural people who
feel the effects of welfare reform most acutely: i.e., women with less
education or who belong to a racial or ethnic minority. 
We begin with a brief overview of rural labor trends, which show
improvement in some measures of labor force well-being during the
1990s.  However, the rural trends also fail to converge with national in-
dicators, especially during the urban-biased expansion of the late
1990s.  The roots of enduring rural differences are found in the inherent
qualities of small, sparse populations historically associated with ex-
tractive industries (mining and forestry, for example).  Rural geography
and history continue to shape labor markets in the form of a spatial di-
vision of labor reflected in their low education levels and relatively few
opportunities for career advancement compared with complex urban
skill and occupational hierarchies.
The second section of the chapter examines the implications of
these distinctive rural features for job availability and family-sustaining
earnings, particularly among women and minorities.  We find a sub-
stantial overlap between areas where welfare reform is likely to affect a
large share of the population and where jobs are relatively scarce.
These areas also tend to be marked by low average earnings and a rela-
tive lack of good-paying jobs for less-educated adults, especially for ru-
ral women without a college education.  Finally, the labor market
prospects for less-educated, rural workers in an increasingly service-
oriented economy are discussed.
RECENT TRENDS IN THE RURAL LABOR FORCE
The steady expansion of the U.S. economy over the past 10 years
provides the best possible conditions for welfare reform to move indi-
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viduals into sustaining employment.  Although rural employment
growth has slowed since 1995, it remained robust enough at the end of
2000 to maintain downward pressure on unemployment.  Rural unem-
ployment rates have closely tracked the national decline since 1992
with few exceptions and, as of the fourth quarter of 2000, hovered just
above 4 percent (Figure 2.1).
Economists have noted the generally modest upswing in earnings
during the 1990s expansion, despite the lowest unemployment rates in
30 years.  Statistics drawn from the Current Population Survey indicate
a 10 percent gain in average weekly earnings between 1990 and 1999,
after adjusting for inflation, for both rural and urban workers, a gain
that is sizable by the standards of the previous decade.  However, a sim-
ilar measure, average earnings per nonfarm job, derived from data de-
veloped by the Bureau of Economic Analysis, shows that real rural
earnings have changed little since the beginning of the 1990s (Figure
2.2).2 Still, although the two data sources disagree slightly on trends,
both show a persistently large gap of 25–30 percent between rural and
urban earnings levels, which has changed little since the early 1980s.  A
portion of the gap is probably explained by lower costs of living in ru-
ral areas.  A recent study, however, found that cost-of-living differences
probably account for no more than half of the nominal earnings gap
(Nord 2000). 
Together, trends in unemployment and earnings point to the contin-
uing distinctiveness of rural labor markets.  In the face of strong eco-
SOURCE: Calculated by ERS using data from the Bureau of Labor Statistics.
Figure 2.1  Unemployment Rates by Urban/Rural Status, 1991–99 
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SOURCE: Calculated by ERS using data from the Bureau of Labor Statistics.
Figure 2.2  Earnings per Nonfarm Job by Urban/Rural Status, 1991–99 
nomic growth, rural labor market outcomes have followed improving
national patterns, without necessarily converging with urban levels.
Moreover, a comparison of aggregate rural and urban trends presents a
conservative view of the rural predicament with respect to welfare re-
form.  Many of the demographic and economic groups most at risk of
unemployment and low or stagnant earnings are found in dispropor-
tionate numbers in rural areas.  Likewise, the overwhelming majority
of high-unemployment or low-earnings counties are rural. 
Employment Density and the Operation of Rural Labor Markets
A traditional spatial economics approach views small population
size and low employment densities (jobs per square mile) as critical
distinctions of rural labor markets.  Because labor markets, by defini-
tion, are the confluence of labor demand and labor supply through a
price mechanism, namely wages, worker-employer matching lies at the
heart of this view.  The efficiency and quality of matches are also im-
portant because they affect workers’ subsequent job productivity and
earnings and the likelihood of quitting or being dismissed. 
Rural labor markets are supposed to encourage good matches in a
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number of ways.  Rural job seekers are considered more likely to find
employers (and vice versa) through informal methods—such as word
of mouth—than are those in urban labor markets, and searchers and
employers in rural areas are more likely to have personal knowledge of
one another with which to assess the quality of the match.  Because the
number of job openings at any given time is likely to be smaller in a ru-
ral labor market area, searchers can canvass and compare a larger share
of openings (Doeringer 1984; Rungeling, Smith, and Scott 1976).
Limited job openings in rural areas, however, may also constrain
the “goodness of fit” between worker and employer, and may require
the job searcher to look further afield or go without a new job for a
longer period of time.  Urban labor markets offer a wider variety of
jobs and a larger share with specialized skill requirements that are well
suited to particular individuals.  The small size of many rural labor
markets, on the other hand, means that the types of jobs available may
be less varied.  In addition, rural employers may give undue weight to
their personal “knowledge” of a job applicant.  With fewer employers
in a local labor market, a worker can be more easily marked as a prob-
lem employee.  Identifying problem workers improves productivity to
the extent that poor performers are less likely to find jobs, but it is trou-
bling when searchers are rejected unfairly, as when recent labor force
entrants are denied sufficient opportunity to develop consistent work
habits.  In any event, the net effect of low job density on worker-em-
ployer matches is unclear.  This is unfortunate for rural welfare policy
analysts and points to an unmet need for research that applies rural job
search theory specifically to the low-wage, low-skill workforce (Gold-
stein and Gronberg 1984; Doeringer 1984).
Well-matched workers are more productive and, on average, earn
higher wages.  Rural wages are typically lower than urban wages, but
the impact of low density on worker-employer matches plays only a
small part in low rural wages.  Of greater importance are the forces that
generate rural/urban differences in economic activity and, therefore, in
the types of workers found in each.  Contemporary attempts to explain
the rural/urban division of labor draw mostly on variants of the urban
hierarchy or core-periphery models of regional economies.3 A widely
accepted version of this model views cities as engines of skills devel-
opment.  The same processes of “cumulative causality” that give rise to
urban centers encourage skill specialization, linked in labor economics
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with higher productivity.  At the same time, cities usually serve their re-
gions or nations as the hub of communication and transportation net-
works, promoting the labor functions associated with administration
and other headquarter operations in manufacturing and services
(Glaeser and Maré 1994; Lucas 1988).
These functions, and the jobs that accompany them, are less com-
mon in rural economies.  Furthermore, rural goods and service produc-
tion are geographically distant from the sources of innovation and ini-
tial product development.  Rural production is often more routinized,
demanding less training or education.  Over time, rural areas have re-
tained a relatively large share of the nation’s low-skill, low-technology
industries and less-skilled occupations (McGranahan and Ghelfi 1998;
Norton and Rees 1979).
Education and Rural Labor Supply
The quintessential rural traits of low employment density and re-
moteness are inseparable from the historical reliance on natural re-
source-based, extractive industries, especially farming, but also min-
ing, lumbering, and fishing.  Although employment in these industries
often entailed mastering a complex set of skills, they rarely required
much formal education.  Over time, differences in educational attain-
ment became a hallmark of rural and urban economic divergence (Kil-
lian and Beaulieu 1995).  
The oft-repeated assumption that rural education levels have for
the most part caught up with urban levels is, in fact, overly optimistic.
Table 2.1 compares decennial census data on rural and urban education
attainment from 1960 to 1990.  The 1990 census shows that only about
one in eight rural adults over age 25 has a college degree, compared
with more than one in five urban adults.  The ratio of adults without a
high school diploma to college graduates is nearly two to one in rural
areas, compared with near parity in urban areas.
What is most remarkable about the rural/urban difference in educa-
tion is its persistence despite 40 years of economic restructuring.
Whether the difference is increasing is a matter of perception.  On the
one hand, Table 2.1 shows a widening rural/urban gap in college grad-
uation through 1990, based on the simple difference in rural and urban




Table 2.1  Urban and Rural Educational Attainment, 1960–99, for Persons 25 Years Old and over (%)
< High school HS graduate Some college Graduate college Total
Year Metro Nonmetro Metro Nonmetro Metro Nonmetro Metro Nonmetro Metro Nonmetro
1960 56.8 66.1 25.5 21.7 9.2 7.1 8.5 5.1 100.0 100.0
1970 45.4 55.9 31.8 28.6 11.2 8.5 11.6 7.0 100.0 100.0
1980 31.3 41.7 34.5 35.0 16.5 12.5 17.7 10.8 100.0 100.0
1990 23.1 31.2 28.7 34.8 25.9 21.2 22.3 12.8 100.0 100.0
1991a 15.2 20.3 31.6 39.7 25.3 24.1 27.9 15.9 100.0 100.0
1999a 11.4 13.4 30.4 41.5 27.8 28.0 30.4 17.1 100.0 100.0
a Current Population Survey.
SOURCE: Census of the Population, 1960, 1970, 1980, and 1990, unless otherwise noted.
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degree since 1960 is identical (not shown).  On the other hand, al-
though the high school noncompletion gap seems to have narrowed
slightly, the decline in the high school dropout rate has generally been
faster in urban areas.
Comparable statistics from the 1999 Current Population Survey in-
dicate substantial rural/urban convergence in the 1990s and that parity
is fast approaching in the share of those without a high school diploma
and those who are college graduates.  The number of rural adults with-
out a high school diploma has remained fairly steady during this period
because of a balance between the labor force entry of young adults who
are better educated than the previous generations (shown in the last row
of Table 2.1) and the influx of less-educated, older adults from urban
areas. 
Industrial Structure and Skill Requirements 
in Rural Labor Markets
Rural industrial change has largely mimicked changes in urban
America over the last quarter century, but with a lag.  The decline in
employment in extractive industries—predominantly mining and agri-
culture—continued, although the rate of decline in agriculture has lev-
eled off as its share of the rural workforce fell below 10 percent.  By the
late 1990s, the number of job openings in these industries was small
enough to make them unlikely avenues for entry-level workers (with
the exception of international migrants in some cases).  
The main story, of course, is the transition from manufacturing to
service employment, which occurred in both rural and urban econo-
mies.  In the mid 1970s, manufacturing employed about 19 percent of
both the rural and urban labor forces.  In contrast to the precipitous de-
cline in urban manufacturing employment beginning with the reces-
sions of the early 1980s, rural manufacturing has declined gradually.
As a result, 16 percent of the rural labor force remained employed in
manufacturing by 1998, as opposed to 11 percent in urban areas.  In
many counties in the rural South, especially, manufacturing is an im-
portant source of jobs for men and women without a college education.  
Nonetheless, services are now the source of slightly more than half
of rural jobs and two-thirds of urban jobs.  The transition has had rather
different implications for men and women.  As happened in urban cen-
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ters, the growth of the rural service economy paralleled and reinforced
the mass entry of women in the formal labor market.  Today, services
and trade provide 73 percent of rural women’s total employment, com-
pared with 39 percent of men’s.  Despite the disproportionate impor-
tance of manufacturing in the rural economy, rural women are only
slightly more likely than urban women to work in that industry (13 per-
cent vs. 10 percent).
The rise of the service sector is a boon for women’s labor force par-
ticipation, because many service-related jobs are more likely to be part-
time or seasonal and allow women to integrate formal market work into
the still-pervasive demands of maintaining a household and rearing
children.  Yet this flexibility is a double-edged sword, given that part-
time employment is often involuntary and often includes fewer non-
wage benefits than full-time work.  In rural areas, women are relatively
concentrated in retail trade, which has the lowest average pay of any
major industry.
Although the broad outlines of rural industrial structure have come
to more closely resemble urban structure, skill requirements within in-
dustries often differ substantially across rural/urban lines (Table 2.2).
The sharpest contrasts are evident in the share of workers holding col-
lege degrees.  Nearly one in four urban manufacturing workers, for ex-
ample, has at least a bachelor’s degree compared with fewer than one in
ten rural manufacturing workers.  Similarly large rural/urban gaps exist
in almost every major industry.  For the least-educated workers (those
without high school diplomas), rural/urban differences are often slight,
or even show higher rural education levels, as is the case for farming,
wholesale and retail trade, and personal services.  Although not direct-
ly discernible from Table 2.2, it is also true that the employment distri-
butions by industry for less-educated rural and urban workers are quite
similar, with somewhat greater employment in manufacturing among
less-educated rural workers.
Skill differences between rural and urban workforces have also be-
come more muted, as seen in employment distributions among occupa-
tions (Table 2.3). Urban workers are much more likely to be in mana-
gerial and professional occupations and less likely to be employed in
noncraft, blue-collar occupations.  However, other distinctions are less
finely drawn.  For workers without a high school diploma, rural/urban
differences are negligible and mainly reflect differences in industrial
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Table 2.2  Education by Industry, 1999 (%)
Less than high school College graduate
Industry Rural Urban Rural Urban
Farming, forestry, fishing 22.7 34.8 13.6 14.2
Mining 16.9 11.4 6.8 35.6
Construction 20.2 20.0 6.1 11.2
Manufacturing 17.5 13.9 8.8 24.5
Trans., comm., utilities 12.5 7.3 11.2 22.1
Wholesale trade 9.9 10.4 14.8 26.1
Retail trade 20.9 21.7 8.5 13.3
NOTE: Numbers represent the share of workers 25 and older in each industry with the
stated education level.
SOURCE: Current Population Survey.
structure.  Rural less-educated workers are more likely to work in blue-
collar occupations, many concentrated in manufacturing.  Urban less-
educated workers are more often engaged in the administrative support,
clerical, sales, and service occupations typical of the service sector.
RURAL LABOR MARKETS AND WELFARE REFORM:
IMPLICATIONS FOR JOB AVAILABILITY
An abundance of job openings is the first condition for ensuring
that welfare recipients have the opportunity to make a successful tran-
sition into the labor force.  Ideally, one would measure job availability
by looking at job vacancy rates.  These data are unavailable at the na-
tional level, and unemployment rates are typically used as a proxy.
Many macroeconomists believe that national (and by extension, rural)
unemployment in the late 1990s rested near the lowest rate possible
without encouraging inflation, providing the best possible conditions
for labor force entrants (Council of Economic Advisers 2000, p. 92).
For this reason, economists have generally concluded that most welfare
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Occup. Group Rural Urban Rural Urban 
Managerial and professional 22.2 32.0 4.2 4.8
Technical 2.7 3.3 0.4 0.5
Administrative, clerical, sales 22.7 26.6 14.0 18.6
Craft 13.2 10.4 15.7 14.5
Other blue-collar occup. 19.2 12.5 32.2 27.2
Services 14.3 12.7 23.8 28.3
Farming 5.7 1.8 9.7 6.1
Total 100 100 100 100
SOURCE: Current Population Survey.
recipients will find employment readily and without creating significant
supply-demand imbalances (Lerman, Loprest, and Ratcliffe 1999; Bar-
tik 1998; Burtless 1998).  
The marginally higher unemployment rates in rural labor markets
imply that rural welfare recipients will have about the same difficulty
finding a job as urban recipients, and will perhaps have less difficulty
than those in urban centers where welfare use is concentrated.  Two
points are necessary, however, to give a more complete picture of rural
job availability.  First, the likelihood of being unemployed varies con-
siderably according to a person’s demographic and human capital char-
acteristics, such as race and educational attainment (Table 2.4). Unem-
ployment rates are higher for the less educated and for racial and ethnic
minorities, but only slightly higher for women (with the exception of
Hispanic women).  Unemployment rates for rural black men and wo-
men with at most a high school diploma are at or near 10 percent, more
than twice the rate of whites.  Aggregate unemployment rates, there-
fore, may not provide an accurate picture of the difficulty the welfare
population will have finding a job, given that they are disproportionate-
ly nonwhite and less-educated than average.  
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Second, unemployment rates vary widely across counties.  In 1999,
325 counties, most of them rural, had unemployment rates greater than
twice the national average of 4 percent.  These high-unemployment ru-
ral counties are characterized by little or no urbanization, remoteness
from urban areas, very low education levels, and a large share of mi-
nority residents.  Because many of the same characteristics are associ-
ated with persistent poverty and consistently high use of welfare pro-
grams, a substantial number of counties where the need for jobs is
greatest owing to welfare reform are the same counties with the lowest
job availability (Figure 2.3).
Moreover, the relationship between worker characteristics and em-
ployers’ location decisions is self-reinforcing.  Low-education, high-
poverty counties are unattractive to many prospective employers who
need sufficiently large pools of well-trained workers.  In the rural
South, for instance, manufacturers are now eschewing traditional low-
wage, low-skill areas in favor of a better educated—and presumably
more trainable—workforce (McGranahan 1999).  Without substantial
investments in human capital development, these counties face one or
more scenarios over the next few years: the lack of jobs will cause
wages to fall further and entice some types of new employment; job
seekers will search elsewhere for better prospects, either through com-
muting or migration; or job seekers will retreat from the formal labor
market altogether.  
Table 2.4  Rural Unemployment Rates for Ages 20 and over,
by Education and Demographic Group, 1999 (%)













Figure 2.3  Nonmetro AFDC and Unemployment Rates, 1996
NOTE: “High” refers to the top quartile of rural counties ranked by the estimated share of families using
Aid to Families with Dependent Children or by the annual average unemployment rate.
SOURCE: Produced by the ERS using data from the U.S. Department of Commerce.
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Sustainable Earnings in Rural Labor Markets
Although less-educated workers in some rural counties will have
difficulty finding jobs, the problem of low earnings is more widespread.
The distribution of jobs in rural labor markets, as noted above, is heav-
ily weighted toward work requiring less formal education.  Wage de-
clines among less-educated workers in the 1980s are reflected in the
persistent high rural rates of low-wage work, defined as work that, if
performed full-time full-year, would yield earnings below the weighted
average poverty level for a family of four ($16,655 in 1999).  In 1979,
24 percent of the rural workforce held low-wage jobs.  The proportion
climbed to nearly one-third by the mid 1980s.  Only in the last few
years has low-wage employment declined significantly as a share of to-
tal rural employment.  However, in 1999, at 27 percent, the rate still ex-
ceeded the rate in 1979.  Low-wage work in urban labor markets expe-
rienced a similar rise and fall over time, but always at a lower share of
total employment than in rural areas; the urban rate stood at just under
20 percent in 1999. 
As with job availability, low earnings show a distinctive geograph-
ic pattern.  The Economic Research Service (USDA) recently delineat-
ed low-wage counties, defined as the top 20 percent of nonmetro coun-
ties ranked by the proportion of wage-and-salary workers in industries
with average earnings below the four-person poverty threshold in 1995.
Just as unemployment rates are higher on average for counties away
from urban centers, so the share of employment in low-wage industries
tends to be higher in sparsely populated, remote counties, away from
clusters of higher-paying managerial, professional, and technical jobs.
Few low-wage counties are dependent on manufacturing, since these
industries pay low-educated workers relatively well and offer stable
employment (McGranahan 2001).  In areas where farming or logging is
important, average earnings are often low and the share of low-wage
workers is often high, less because these industries pay poorly than be-
cause their prominence signals a lack of alternatives (Gibbs and Cro-
martie 2000).
Unlike counties with high unemployment, however, low-wage
counties do not significantly overlap counties with high welfare use,
except for a few counties in the lower Mississippi Delta and scattered
counties with large minority populations in Georgia, Texas, New Mex-
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ico, and South Dakota (Figure 2.4). Low-wage counties with the low-
est rates of welfare use are located in the Great Plains, where low-wage
workers are less likely to be the family’s sole wage earner and where
outmigration is a more common alternative to economic deprivation
than in other regions (Gibbs and Cromartie 2000).  
During the 1980s, attention was focused on demand-side reasons
for the lack of good-paying jobs and for lower wage levels in rural ar-
eas.  Researchers noted that real rural earnings fell by 12 percent while
urban earnings rose by 1 percent between 1979 and 1989, even as edu-
cational attainment rose in both areas.  The increase in skills required
by rural employers appeared to be outpaced by the rate of human capi-
tal growth.  Employers also continued to seek out pools of low-skill,
low-cost labor, dampening the growth of high-skill jobs and causing a
large outflow of the best-educated to urban areas (McGranahan and
Ghelfi 1991).
In the 1990s, interest in the association between low educational at-
tainment and low earnings in rural areas has re-emerged as the rural
economy prospered relative to its earlier performance.  This association
takes on a special character in rural areas where low-wage jobs are con-
centrated.  Historically, the relatively large supply of workers with low
education depressed earnings.  For example, a typical worker without a
high school diploma earned 19 percent less in a low-education county
than in a high-education county, in part because competition for avail-
able low-skill jobs is usually stiffer in the former.4 Moreover, social
scientists have recently explored the ability of large concentrations of
high-skill, high-education workers to augment the productivity, and
therefore the earnings, of individual workers in urban areas (Rauch
1993; Jovanovic and Rob 1989).  To the extent that this principle oper-
ates in low-skill, low-wage labor markets as well, many rural workers
are likely to enjoy very little, if any, productivity enhancement.
An examination of 1999 earnings data shows that the economic
and demographic changes of the 1990s altered earlier earnings/educa-
tion relationships (Table 2.5). Rural average weekly earnings are, for
the most part, lower than urban earnings, even after controlling for ed-
ucation levels.  The most important exception is rural adults who did
not complete high school.  Their average earnings are almost equal to
those of similar urban workers.  In fact, cost-of-living differences may




Figure 2.4  Nonmetro AFDC and Nonmetro Low-Wage Counties, 1996
SOURCE: Produced by the ERS using data from the U.S. Department of Commerce.
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Table 2.5  Average Weekly Earnings by Education and Demographic








school (as % 
of poverty)
Rural
All 513 459 364 1.11
White 532 472 384 1.17
Black 390 374 295 0.90
Hispanic 405 417 338 1.03
Women 407 345 257 0.78
White 418 351 262 0.80
Black 338 303 241 0.74
Hispanic 327 320 254 0.78
Urban
All 645 507 364 1.11
White 696 532 411 1.25
Black 519 441 330 1.01
Hispanic 467 448 333 1.02
Women 521 403 279 0.85
White 547 412 301 0.92
Black 473 383 278 0.85
Hispanic 398 370 256 0.78
NOTE: “White” and “Black” categories exclude Hispanics.
SOURCE: Current Population Survey.
dard of living, a possibility also suggested by the influx of persons with
low education from urban to rural areas.
Given the high rates of high school noncompletion among welfare
recipients, this comparison initially suggests that many rural recipients
will fare at least no worse than urban recipients in securing a sustaining
wage.  However, aggregate earnings estimates are potentially mislead-
ing for those workers most likely to be affected by welfare reform.
Table 2.5 shows that average weekly earnings for rural women, espe-
cially minority women, fall well below the rural average.  Rural women
without high school diplomas can expect to earn $257 per week on av-
erage, or the equivalent of $13,364 annually, 22 percent below the four-
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person poverty threshold of $16,655.  Rural black women earn $241
per week, 26 percent below the four-person equivalent.  Even this mea-
sure overstates likely earnings over time, because many women are
working part-time and may not hold a job 52 weeks out of the year.
A stated goal of welfare reform is to promote financial indepen-
dence.  The need for auxiliary work supports became clearer as PRWO-
RA was implemented by states and localities in 1997.  Implicit in the
provision of public assistance for child care, transportation, and em-
ployment counseling, for example, is the assumption that recipients
who go to work will gain skills, general and specific, in entry-level jobs
and eventually leverage them for better pay.  Yet, how likely is it that
rural workers with limited education can move into better-paying jobs?  
It should be noted here that the four-person poverty threshold,
which translates into slightly more than $8 an hour on a full-time basis
in 1999, is not necessarily adequate for true financial independence
even in low-cost areas.  The “living wage” movement, which devel-
oped just as the public policy link between poverty reduction and work
tightened, seeks to establish local minimum wages that more accurate-
ly reflect the earnings necessary to sustain a basic standard of living
than does the current federal minimum wage ($5.15/hour).  Living
wages are usually calculated based on either the official poverty thresh-
old or local family budgets.  Most recent studies that employ the latter
method place the living wage in the $9–$20 per hour range depending
on family size, with the exception of very large cities (Zimmerman and
Garkovich 1998; Bernstein, Brocht, and Spade-Aguilar 1999).  If we
(somewhat arbitrarily) establish a $12 per hour threshold for a sustain-
able wage in rural areas, then about 20 percent of all jobs held by rural
workers without college experience can be classified as “sustainable.”
Only 14 percent of the jobs held by similarly situated women offer that
pay, however. 
These figures apply to current rural workers; they may not be ap-
propriate for estimating the wage prospects of those required to go to
work under PRWORA.  An alternative approach is to calculate the
share of low-skill jobs—those requiring limited formal education and
most likely to be held by new entrants—that are in occupations typical-
ly paying at least $12 an hour (Table 2.6).5 Nearly two-thirds of all ru-
ral jobs are in low-skill occupations, compared with just over half of























All 65.5 36.6 23.2 13.4
Predominantly women 58.5 42.0 2.0 2.0
Urban
All 55.8 33.0 23.2 11.9
Predominantly women 54.2 40.2 3.5 2.9
NOTE: “Good” = jobs in occupations with average earnings above $12/hour for workers with no college.
SOURCE: Bureau of Labor Statistics.
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nantly female-held occupations is lower, particularly in rural areas.
Considering only occupations that require short-term (fewer than 90
days) on-the-job training, about one-third of both rural and urban jobs
fall into this category; the rate for such occupations held mainly by wo-
men is higher, around 40 percent.  Only a small share of these low-skill
jobs can be described as “good paying.”  Among predominantly fe-
male-held occupations, the share of these jobs that pay well is extreme-
ly low (2 to 4 percent), suggesting that wage progression will be quite
difficult for the majority of welfare recipients who enter the labor force.  
POLICY IMPLICATIONS
Rural labor markets continue to be distinguished from urban mar-
kets by lower levels of human capital and a larger share of employment
in extractive and manufacturing industries.  The small populations and
low employment densities that typify rural labor markets reinforce
these characteristics and discourage prospective or expanding employ-
ers.  Rapid spatial diffusion of new information and communications
technologies can mitigate, but not negate, the need for a substantial on-
site pool of skilled labor, nor can it fully counter the lack of physical in-
frastructure and services often arising from the high per-unit provision
costs in rural areas.
Despite these inherent limitations, rural America as a whole in the
1990s saw employment gains in line with national trends.  Conclusions
about rural earnings are sensitive to the data source used, but in gener-
al, changes in rural real earnings during the period follow overall pat-
terns.  In fact, rural labor markets may be better positioned for welfare
reform than is often assumed because rural and urban job structures ap-
pear to be converging.  Urban and rural industry and occupation mixes
are becoming more alike; aggregate rural unemployment rates are usu-
ally within a few tenths of a point of urban rates; earnings for rural high
school dropouts are as high as those for urban dropouts; and the share
of good-paying jobs among low-skill occupations is not substantially
different in rural and urban areas.  
However, rural labor markets also face substantial welfare reform
challenges.  Many rural counties still have very high unemployment
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rates, and a high proportion of those entered the PRWORA era with
large welfare caseloads.  Furthermore, the rural/urban earnings gap is a
conservative indicator of the challenge faced by rural labor markets to
provide sustainable earnings.  The average earnings of women and mi-
norities fall well below the rural average, and for those without a high
school diploma, annual earnings from a full-time, full-year job are usu-
ally below the four-person poverty threshold.  In addition, although the
rates of “good” jobs in rural and urban areas among low-skill occupa-
tions are similar, both are extremely low for occupations held predomi-
nantly by women.  Because welfare reform is most likely to affect wo-
men, the apparent lack of opportunity to move up the job ladder
without additional education is a critical stumbling block.
What do the structural economic changes under way in rural areas
imply for the less-skilled, low-paying sector of the labor force?  On the
one hand, the slow decline in manufacturing employment is closing the
historical avenues that led to sustained earnings and stable employment
for many of these workers.  The poverty rate of full-time manufacturing
workers without a high school diploma is one-third that of other similar
full-time workers.  Employment declines have accelerated since the
mid 1990s, with little chance for reversal despite the entry of a few
high-visibility manufacturers into labor market areas accessible to rural
workers.
On the other hand, the growth of service and retail trade is often
portrayed as leading to an inevitable decline in living standards among
low-wage, low-skill workers.  Service-sector earnings in rural areas
have fallen farther behind manufacturing wages since the early 1980s,
increasing the chance of a long-term deterioration in wages for workers
who might formerly have become machine operators but are now sales
clerks or cashiers.  Nevertheless, in some areas, service employment is
the only alternative to a loss of jobs.  For two-earner households, par-
ticularly those with young children, service employment may provide
the means for women (and some men) to contribute to the household’s
income while juggling the dual demands of home and workplace.  Sin-
gle-earner households—those most likely to be affected by welfare re-
form—are more likely to find themselves performing the same juggling
act but facing greater economic hardship as a result of the transforma-
tion of local economies from manufacturing-based to service-based.
With a few significant exceptions, federal industrial and employ-
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ment policies assume the primacy of market forces to determine the
spatial location of economic activities.  Although states are more active
in fashioning interventions that encourage the location of large plants
within their borders, they play a minor role in aggregate employment
changes over time.  For the foreseeable future, most rural areas—those
outside easy commuting distance to urban centers and without abun-
dant natural amenities—will not see large-scale changes in the nature
of the local economy.  Where such changes do occur, the benefits for
less-educated workers are often small. 
For these workers, policies that encourage skills acquisition and
additional education are critical to reducing long-term supply-and-de-
mand mismatches in low-wage labor markets.  Because most of these
workers are women or minorities, or both, it is equally important to en-
sure that their talents and skills are fully used and that past occupation-
al channeling that locked workers into low-wage jobs is avoided.  Fi-
nally, it should be noted that low-skill jobs will continue to be a
significant part of the economy in almost all local labor market areas,
rural and urban, for many years to come.  For the workers who partici-
pate in these markets, a safety net of work supports, wage floors, and
assistance during employment transitions will remain a key component
of any set of policies aimed at improving the well-being of the disad-
vantaged and the marginalized in U.S. society.  
Notes
1. “Rural” and “urban” are used throughout the chapter to denote “nonmetropolitan”
and “metropolitan” counties as defined in 1994 by the Office of Management and
Budget.
2. Earnings per job from the Bureau of Economic Analysis is based on data from es-
tablishments located in nonmetro counties and counts all jobs including those held
by self-employed workers, whereas the CPS data is based on a household survey
and includes (in this analysis) only wage and salary workers.  A significant number
of these workers, however, may work in metro areas.
3. Bloomquist, Gingeri, Tomaskovic-Devey, and Truelove (1993) provided an excel-
lent discussion of theoretical frameworks for understanding rural/urban differenti-
ation in employment structures.
4. A “low-education” county is defined as being in the top quartile of rural counties
ranked by the share of workers without a high school diploma; a “high-education”
county is in the bottom quartile.  The statistic is derived from an analysis of the
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1990 Public Use Microsample files prepared from decennial census data by the
U.S. Census Bureau.
5. Low-skill jobs are defined here as being in occupations that typically require no
formal education, but 3–12 months of on-the-job training are required to become
proficient (Bureau of Labor Statistics).
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